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BUDGET RESOLUTION/$56 Billion Tax Increase for Education-Training

SUBJECT: Senate Concurrent Budget Resolution for fiscal years 1997-2002 . . . S. Con. Res. 57. Domenici motion to
table the Kerry amendment No. 3991.

ACTION: MOTION TO TABLE AGREED TO, 52-48

SYNOPSIS: As reported, S. Con. Res. 57, the Concurrent Budget Resolution for fiscal years 1997-2002, will balance

Federal budget in fiscal year (FY) 2002 by slowing the overall rate of growth in spending over the next 6 ye:
to below the rate of growth in revenue collections. The rate of growth in entitlements such as Medicare, Medicaid, tam#fiesto F
with Dependent Children program, and the Earned Income Credit will be slowed. No changes will be made to the Social Sec
program, the spending for which will grow from $348 billion in FY 1996 to $467 billion in FY 2002. Defense spending will b
essentially frozen at its present level.

The Kerry amendmentwould increase the spending level for function 500 by $56.1 billion over 6 years, with the intention th:
the additional funds be spent on education programs. To pay for that increased spending, the amendment would increa
collections instead of cutting other spending. The stated intention of the amendment's sponsor was to increase taxogollectic
extending expiring taxes (which were not identified) and by making unspecified corporate and business tax reforms.

Following debate, Senator Domenici moved to table the Kerry amendment. Generally, those favoring the motion to table opp
the amendment; those opposing the motion to table favored the amendment.

Those favoringthe motion to table contended:

Here we go again. The Democrats have apparently come to the conclusion that the problem with America today is that the F
Government just is not taxing and spending enough. We are being presented with one amendment after another that wesild rais
by extending unspecified expiring taxes and by making unspecified corporate and business tax reforms that would naturally |
in the Federal Government collecting more money in taxes. Each of these Democratic amendments, of course, would sper

(See other side)
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money. This particular amendment would raise taxes by nearly $60 billion over 6 years and would spend the money on educational
programs. We have no problem with making tax reforms, as we have noted before, but, if we do, we think that the savings should
be given back to the American people in the form of tax relief. The Federal Government already taxes the American pedple too mu
and State and local taxes add to that burden. In direct taxes, and in indirect taxes like higher interest costs thatlwredeoah
Government driving up interest rates with its high rates of borrowing, an average American family already loses moreatkah 50 pe

of its income, with most of that money being taken by the Federal Government. We think that amount is way too high. If our
colleagues believe that we need to spend more on educational programs, then they should try to find some other speading to cut
pay for it. The Federal Government will spend more than $1.6 trillion in the coming year, and by FY 2002 it will spend .Bearly $
trillion. Surely in budgets of this magnitude our colleagues can find $10 billion per year in spending that they thinkpsrest

than their proposed spending increases for education.

As for the specifics of the funding levels for education programs that are in this budget resolution, we note that those progra
will do relatively well. Instead of having their spending cut, they will remain at essentially their present level--gietaldigon
them will increase over 7 years by $3.1 billion. Certainly we agree with our colleagues that it would be nice to proviué more,
our top priority now must be to get the budget into balance. If we fail to balance the budget, our economy will collapderand F
State, and local funding for educational programs will have to be slashed in real terms.

Listening to some of the statements that have been made by our Democratic colleagues, one might well conclude that the
educational system in America hinges on Federal spending, and that if the Kerry amendment is defeated we can expect a wave of
ignorance to sweep over the Nation. We respectfully suggest that our colleagues are wrong. Federal educational spengéng compris
only around 6 percent of all educational spending in America. Education has always been primarily a State and local government
responsibility. Under the Republican budget, total educational spending will be $304 billion over 6 years. Democratcigaseto in
that spending by 15 percent. Fifteen percent of 6 percent is just under 1 percent. Thus, when listening to our Demagiai colle
go on and on about how this amendment means the difference between providing a sound education to America's childien and a tota
collapse of the educational system, all listeners should keep in mind that their proposal would increase total educatgimal fund
America by just 1 percent.

It never ceases to amaze us how Democrats think that the solution to any problem must be to spend more of the taxpayers' money
on it. With education, history clearly shows that they are wrong. In constant, 1965 dollars, the amount of money thaalthe Feder
Government spends on education has more than doubled in the last 30 years. It is true that it has declined as a skaralof the Fe
budget (to about 3 percent), but that is because large parts of the rest of the budget have grown at uncontrollalsehates. It i
uncontrolled growth, in fact, that we are trying to control with this budget resolution. State and local per-pupil spetipiephas
in constant dollars since 1960. Will all this increased spending, student performance has steadily declined.

Anyone who thinks that the cause of this lousy performance might be unequal distribution of funding, with students who are in
underfunded schools performing more poorly than students who are in generously funded schools, is wrong. Social science researc
has consistently found an inverse relationship between funding and performance--the more money is spent, the worst the students
do. Public school students in North Dakota have the least amount spent on them in the country, yet they have the haylesst test s
Similarly, parochial school students in inner cities perform much better than their public school counterparts, evendcbiaih par
schools only spend a minor fraction of the amount per pupil that public schools spend. Over the years, the data has been so
surprisingly consistent for every type of survey conducted, holding every conceivable variable constant, that the sanfimrenato
New York, the premier social scientist in this institution, once whimsically suggested that there must be a direct cdese-and-ef
relationship.

Some Senators have countered that even though the Federal Government provides only a tiny amount of the educational funding
in this country, and even though increasing funding has never been shown to improve student performance, Federal spending is
targeted to very specific areas and failing to keep up with inflation in spending on those areas may cause hardshigsridwty are
that Federal spending is targeted. For primary and secondary education, non-food assistance is primarily for childrbititieish disa
and for disadvantaged children. For the disabled, the Federal Government has imposed numerous restrictive mandates on the State
It has also promised to pay 40 percent of the costs of meeting those mandates. It currently meets 8 percent of the dogist State
necessarily want more money--if the Federal Government just got rid of the red tape, they could meet the educational needs of
disabled children at only a fraction of the current cost. Another large percentage of Federal funds goes to areas withdesge nu
of disadvantaged students. Again, this funding is only a fraction of State and local funding, and increasing fundingiblithese p
schools has only had a direct inverse relationship with the performance of their students. For college, the main roflecflithe Fe
Government has been to give student loans. This role has helped many students, but we note that balancing the budgket as propose
in this resolution will benefit all students who borrow money for college, not just those who get Government loans, baeeinge bal
the budget will lower interest rates by about 2 percent.

One particular educational reform proposal in this budget resolution that our Democratic colleagues have taken particular
exception to is the capping of the direct student loan program at 20 percent. They object to that cap because they tagsume that
Federal Government can do a better job of administering student loans than can banks, which have traditionally hanftied the job
the Government. In 1993, with full confidence in the ability of a Federal Government bureaucracy to give loans betteatthan priv
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businesses, our Democratic colleagues rammed the direct student loan program into law as part of their reconciliatn bill, v
also enacted the largest tax hike in the history of the world. In 1994, the Department of Education handled 5 perceat of the
Federal student loan volume through this program, disbursing $700 million. By the middle of the next year, it could ndbaccoun
nearly 14 percent of that amount. Our Democratic colleagues are mad at us for proposing a 20 percent cap; presumalay, they
like the direct-loan program to cover all Federal lending, so that the Department of Education could lose 20 times as ynuch m
as it did in 1994,

In proposing an expansion of the Federal Government's role in student lending, in proposing greater Federal spending, ¢
proposing more in tax collections, our Democratic colleagues are being consistent, and they have the best of intentiglys. The
believe that making the Federal Government bigger and increasing the number of Federal mandates is what education in Ar
needs. We respectfully disagree with our colleagues, and urge the rejection of their amendment.

Those opposinghe motion to table contended:

Everyone knows that Federal spending on education works, yet our Republican colleagues have been determined this Co
to slash funding for education programs. Last year they proposed a cut for discretionary education and training fund®of $40 b
below the current services baseline. This year, they have proposed spending $56 billion less over 7 years than hasrfoesident (
Our Republican colleagues are understandably concerned about balancing the budget, but there is a right way and a wrong
go about achieving that goal. Slashing education funding is the wrong way.

The Kerry amendment would correct the deficiencies in this Republican budget by increasing spending by another $56 bi
over 6 years, which would match the amount of spending proposed by President Clinton. This level of spending would maintai
Federal Government's level of commitment to education and training programs, by providing enough funds to cover inflation c
and increased enrollment costs. The Republican plan, in contrast, will not allow any increases for inflation or greastenrolln
Under the Kerry amendment, funding for disadvantaged students would be increased by 7 percent; funding for disabled stu
would be increased by 7 percent; the Pell grant maximum award would be increased by 15 percent; the College Work-Study Prt
would be increased by 10 percent; the TRIO Program would be increased by 8 percent. Right down the line, the Kerry amenc
would provide desperately needed spending increases, instead of the draconian cuts in the Republicans' budget.

One major problem with the Republicans' educational funding proposal is that it would cap the direct lending program a
percent. This new program is proving to be very popular with schools and students, but our Republican colleagues hawve frier
the banking community who prefer to keep the old guaranteed loan system. Under the Republicans' proposal, banks will gain
billion in new loan volume and will make $5 billion to $6 billion in profit. We object to this system. If schools and ghuelients
direct lending, and they do, they should be able to get it, and in the process we will save the $5 billion to $6 billimamiddts.

Though the Kerry amendment at first glance appears to be a large increase, it is really a modest amendment. Over @lgiears, it
spend $17.7 billion less on function 500 than would have been invested in education if the fiscal year 1995, pre-resdisgion spe
paths had been followed. Thus, we are not rolling back all our Republican colleagues' cuts in education: we are compromisir
the spirit of compromise, we urge the adoption of this amendment.



